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FEB 2 5 1983

Dear Applicant:

W2 have consideced your application for recognition of axemption from Pedoral
income tax under section 301(c)(6) of the Internal Revenue Code.

The {nformation subaitted indicites that you were Lncovporated under the
Scate of ] Yor-Profit Corporation Act on ﬁ. The purposs
for which you wers orginized are:t A. To promote an. icize h

B n¢ its place and status in County, B. To encourage
a apirit of cooeprration among sombe:s of the Associations C. To establish
and duvelop cooperat?ve advertising and execute promotional pograms und
other activitian to advancz the ganaral wedfare of the Center; and M. To
foster favorabla public relations for the center with the variouse
communities, orgnig=tions and agancies sevrved by the conter,

You described your activities as delnp: {(a) to promote cohesivenses among
the merchants of F., as well as to keep them awarer of cha
prosotional and advertising programs that are planned for the entfire antity
kaoun as _. Tozard that end, an {n-houss newalet.ur s
hand-dalivered regularly and monthly =meetings are scheduled, (b) The
ocganization of the aforementioned promotional and advertising progr.-s;

and (c) designating the parameters for advertising and public ralatiens
efforcs.

Article 11 of your by-laws indicate that you have two classes of mambers,
deaignited as “voting”™ and “affillate” nemberas.

Vot ia;p maahars a-- defined as "Each and every ratail busincss establish-
nens leasing ra2%ai) space for conducting its business in

3%, 1t sutomet?Zrally Ba menmbers as required by its lcase with the Center
ouns~. [ . »* ooner of the Centur, shall ba a full pemder
of <. agsactation, and L1 such capacity shall have the right to attend

and participats tn al! general and dirmctors meatings, and functions of
t e ,880C1riom,

\n AffLifote fen -2 ta gsuch entity, organizstion or bdusiness as may fron
time to time he adaitted to membership dy vote by the board of directors.
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Your by-lavs proviSe that all advertising conducnd by the nooetutn
shall be for the Baunefit of the Center as s vhole:. No part of the

.'

sales of any individusl memder. Yurthermore, the alloelattuu shall mot -

. perform any advertising services for fadividusl memders orf a¢t a9 A% sgeat

to place advertiaing for tndividual menbars, v!uthdr or not tho cost thonot
shall be reiatursed to tho sssociation. . A_.
Section 301(c) o! t.ho co« duerib« cextain orqunﬂm unpc from
Fedaral incoms tax umlar ueuon 301{s) and rasde, ia yau. ‘as follows:

“(6)3usivess lumu. ehub-n of commerce, real estate boards,
boards of trads, *#*, not organiszed for profit and no part of the net

‘ @arnings of vhich imsures to the bamefit of any prtuto nhanhqldu
or individual.”

‘”A’ N o~

Section 1.501(c)(6)=1 of the ragulstions providco as follows:

3
“A busiuness leagus is an associstion of pcraonc baviug some common
business interest, the purpose of which {s to promots such commen
interest and naot to engage in a regulsxy Musiness of a kind ovdiuarily
carriad on for profik. It s an organization of the eame genersl class as
a chaaber of commerce or doard of trade. Thus, 1its ketivities should b
directad to the tsprovemant of business conditions of ona or wore lines of
business as distinguished from the parformance of perticular sayvices for
iadividual parscias. An organisation whose purpose is to engige in a
tegular busincas of a kind ordinarily ecarried on for profic, even though
the business is couducted on a cooperative dasis or produces only .
sufficient income to de se!f-sustaiaing, is not a business league, At *

Revonue Ruling 73—411,1973-2 Cumglative Bulletin 11, provides that a shopping
center marchants’ assocfation whose mewbership is vestricted to and xequired
of the tengnts 6f a one<owner Qboppiﬂ' center and their common legsor, and
whose sctivities are directed to promoting the genaral bdusiness interests of
its menbers, doss not qualify as a2 dusiness leagua or chamber of cowmerce
undar section 501(c)(6) of the Code. The ruling, in denying exsmption,
held that because of the tastricted nsture of the memdbership, which is
11aited solely to the ownsr snd tenants of the singls real estate facility
comprigsing the shopping area, the organization also lacks the sesential ’
elements of public represedtation with tespact to its membarship add the
"communlty” ‘¢ purported4ly serves which ie characteristic of orgsnizations
”oinon‘v ,rcnpc-ﬁ 58 haing chambers of commerce or similar organisstions.

fe fur ' .1 ar,ufinr thar both the compulsory masbership feature of the
oreini=t!lcon m“ Las Hml'atlon of its mambership to the tenants and owner
ol th v - sl 2ivaciiy ralated e the ownar—temant ralstiouship of the

parti 4 camrising the orpanizntion snd sre desigasd to sarve the owusx's
fal gl Yysine,y interesets {n the operatiom of the centar. The )
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organisstion's activitias thus inelude thoss of a landlord-tenant assoc- .
iatfon and as such directly assist the owner in- mmuuu the uuan-at )
sad operation of his real sstate ouurptin.

Based on r.h_n informixion sudmitted, {t n M‘u that yeu sra organisad god
oparated like the organisation dessrided in Revenue Ruling 73-411. ' Sfuce
your nembetship {s limited to the tenaats M*. you lack

the esnential element of pubdlic represeantation 8¢ nentuue of

chambers of commerce or like organizstionss Secondly, tensnts of
uts requirad to be menders of yeur-associgtion. You thuo!on nu

rectly involved in che ovaer-tensnt relationshiy between the —
-’md your menbers and are serving the sineas

ifuterest in che operation of the Center. Agcordingly, it {s held thst you

do not qualify for recogaition of exsmption from Federal fucome tax under
saction 501(c)(6) of the Code.

You are requirod to file an anmnual Federsl {ncomd tax return on Porm 1120,

If you do not agree with these conclusions, you may, vithin 30 days from the
date of this latter, file {n duplicate a brief of the facts, law, and argument

that clearly sets forth your position. 1If you desitre an oral discussion of the

issue, please indicate tnis in your protast. The enclosed Publicatioa R92
gives inetructiona for filine a protest.

If you do noz file a protest with thie office within 30 daye of the date of
this report or letter, this proposed deternination will becoms finsl.

1f you agree with these conclusions or do not wish to ' file a written protest,

please asign and retura Form 6018 in the cucloud self-addressed snvalope as
soon as possible.

1f you have any farther questions, plesse contact the person vhose name and
telephone mimber ars shown at the beginming of this letter.

Sincerely yours,

!utrict Divector

“nalncures:
Aubhite tion Y2
form »I1R
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